
VIRGINIA:
BEFORE THE VIRGINIA GAS AND OIL BOARD

IN RE>

Application of Oxy USA, Inc.
for Forced Pooling of Interests in a Drilling it

Affectec by Well Number CMB T-l, VGOB No. 91/11/19-01,>i
in the South Grundy Magisterial District of

Buchanan County, Virginia

BOARD ORDER

THIS MATTER came on this 19th day of November, 91, upon

the application of Oxy USA, Inc. requesting that this ~sard pool

the interests of owners in the 80-acre drilli»g units
establi> hed for the Oakwood Coalbed Methane Field i» >he South

Grundy K>gisterial District of Buchanan County, Virgin

No:ice of the filing of the application herein >d of the

time, date and place of the hearing thereon was i uly and

properly given to each owner of record having an interpi t in the

oil and gas underlying the tracts within the drill:ing unit
covered l ereby as required by Section 45.1-361.19of t:x: Code of

Virginia, 1950 as amended. The Board examined the >tice as

given an i further conducted inquiry into the sufficie>u;y of Oxy

USA, Inc.'s search to determine the name and whereuiouts of
owner who may be affected by the pooling of oil and gas

interests in the drilling unit involved herein. The Boc sd finds

that Oxy 'JSA, Inc. has exercised due diligence and has

a meaningful search of reasonably available sources
including, but not limited to grantor/grantee inde

>nducted

t hand,

s, will



records, tax records, conversations and correspo snce with

interested parties and other available sources., fhe Board

hereby approves the notice given, by publication and :herwi se,
as meeting the statutory requirements, rules of th Board and

Bs sed upon the evidence presented, the Board

the following named persons may be owners of coalbed r>

inds that

thane gas

ling unit

i ol their
interes".s below the Tiller seam of coal in the dr:.
involved herein who have not voluntarily agreed to
interests in this unit for its development and operat)

1. Edward W. Lindsay, Trustee, 21 Hillcrest D
City, OR 74601

2. May S. Harris, P. 0. Box 1496, Vista, CA

C I 1

re, Ponca

2 )83

minimum standards of state and federal due process,,Lnd finds

that notice has been given in all respects as requ ied by law

and the rules of this Board.

3. John G. Haris, his heirs, devisess, suc cssors or
assigns (Deceased) Unknown

4. E. Stuart Harris, his heirs, devisees, s
assigns (Deceased) Unknown

Based upon the evidence presented, the Board f
in order to avoid the drilling of unnecessary wells, p

various types of waste and protect the correlative rig
owners ard potential owners of coalbed methane gas wit

to the d tilling unit involved herein, the owners and

owners of coalbed methane gas involved who have not h

reached sn agreement with respect to development and

of the drilling unit covered hereby shall be require

Issors or

.ds that,
vent the

s of all
respect

) otential

i etofore
cigeration

to pool
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their coalbed methane gas interests below the Til
coal fo:: the development of this drilling unit, upor,

and conditions set out in this order, all of whic

~r seam of

the t.e r ms

terms and

evidence

evidence

saring in

allows:

this 80-

~rein for

for the

.s hereby

in this
from the

conditions are found, after consideration of th

present<@ in this cause, to be supported by substanti

and to be )ust, reasonable and equitable and such as ill afford

each coslbed methane gas owner and potential owner i this unit

the oppc rtunity to recover or receive each such owner[ Just and

equitable share of production from this unit.
Based upon the evidence presented at the public

this matter, the Virginia Gas and Oil Board orders as
~

(I) The interests of owners, as named above, i
acre dr:.lling unit established in the lands involved

the Oakwood Coalbed Gas Field are hereby poole
development and operation of this unit. Oxy USA, Inc.
authorized to drill, complete and operate a wel

drillinc unit so as to produce coalbed methane ga

pooled acreage, consistent with the terms and provisi)r s of its
applicab:,e well work permit and the Oakwood Field Rule

(2'ach owner or potential owner of coalbed m rane gas

below the Tiller seam of coal involved herein, othe] than Oxy

USA, Inc., shall, within 30 calendar days after th date of
mailing :his Order, deliver to Oxy USA, Inc., P. O. rawer Q,

Richlands, VA 24641, a written election to either pa icipate
in the o]>eration of the well covered hereby or to exe Lse such

owner's right of election under this Order as describ below.



A timely election shall be deemed to have been made i
on or b>fore the last day of such 30 calendar day

sent such written election by telegram or telegraph

Inc. or has had such written election duly postmar

placed such written election in the United States

class, postage prepaid, duly addressed to Oxy USA, I
address set forth above. The alternatives affor

a owner,

i ciod, has

ii Oxy USA,

i i and has

il first
at the

id to the

owners 1:erein pooled are set forth below

Ecch coalbed methane gas owner or potential o

pooled claiming an interest as to the coalbed methane

the Tiller seam of coal derived from any tract
drilling unit involved herein is accorded the followi

as to su h interest

er herein

as below

thin the

options

part of

uipping,

covered

of the

on from

of net

(a) Particioation: To participate in th) working

interest in and the development of the coalbed methan [as below

the Tiller seam of coal in the drilling unit involved srein by

agreeing to pay such owner's proportionate part of ),e actual

cost of drilling, completing, equipping, operating, pl ging and

abandonir.g of the well covered hereby and by paying as~ ,'et forth

herein, to Oxy USA, Inc., such owners's proportiona
the $253,438 estimated cost of drilling, completing,

operating, plugging and abandoning of the proposed we

hereby. A participating owner's proportionate pa

anticipated cost of completion and share of the produc

such well shall be in the proportion that the numb

mineral a:res in the unit covered by the coalbed me ane gas



rights )wned by such party bears to the entire numbe

acres in this unit; or

>f mineral

(b) Carried interest: In lieu of participa
working interest in and the development of the po

drilling unit, as set forth in subparagraph (a) abov

to sharc in the operation of the well covered on a ca

(as a c arried owner) so that the proportionate p

actual :ost of drilling, completing, equipping,

pluggin ~ and abandoning of such well allocable to 8

owner's interest is charged against such carried own)

of production from such well. All of sue
owner's coalbed methane gas rights below the Tiller s

in the pool in the drilling unit involved h

relinqu> shed under this Order to Oxy USA, Inc.
proceeds from the sale of the share of production fro
accruinc to such carried owner's unleased intere
drilling unit involved herein, exclusive of any royal

or overriding royalty, or other non-operating or
bearing burden reserved in any lease, assignment

agreement relating thereto covering such interest, eq

hundred percent (300%) for a leased interest or t
percent (200%) for an unleased interest of the share o

of drilli.ng and completing the well allocable to t
methane gas interest of such carried owner; plus on

percent (100%) of the carried owner's share of th
surface eIuipment beyond the wellhead connection of

ng in the

in this
to elect

ied basis
't of the

srating,
h carried
' share

carried
n of coal

ein are
util the
iuch well

in the

excess

on-cost
hereof or

.s three

hundred

the cost

coalbed

hundred

cost of

ch well
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alloca.')le to the interest of such carried owne plus one

i:s of suchsuch we..l allocable to the coalbed methane gas inter
carried owner. Such carried owner's proportionate
cost of, and the production from the well covered h

be in t) e proportion that the number of net mineral a

unit cc vered by the coalbed methane gas interes

potentially owned by such carried owner bears to

:t of the

eby is to

es in the

owned or

e entire
i of time

's share

shall pay

and any

mount of

to such

roYalty,

i or non-

.ereof or

>hare of

[cess or

bearing

.g costs ~

ny such

sting or

0) days

number cf mineral acres in such unit. During the per

Oxy USA, Inc. is entitled to receive such carried own

of production or the proceeds therefrom, Oxy USA, Inc

all applicable production, severance, excise, gatheri

other t~.xes based upon or measured by the value o

product)on and shall separately calculate and pa

carried owner for payment to the appropriate owner a

excess o:. overriding royalty and any other non-operati

cost bearing burden reserved in any lease, assignment

agreement relating thereto which is deducted from th

product:.on of such carried owner. Such royaltyYI

overridirg royalty and other non-operating or non-cos

burden i s not to be sub)ect to any change for operat

Payment .vy Oxy USA, Inc. to such carried owner for
royalty, excess or overriding royalty or other non-o

non-cost waring burden shall be made within ninety
after the end of the calendar month within which the

sub]ect t ) such burdens is sold. Within sixty (60) d

x Auction

s after

hundred percent (100%) of the share of the cost o operating



the coz.pletion of the well covered hereby, Oxy USA,

furnish such carried owner an inventory of the equip

connected to such well and an itemized statement of

[nc. shall

int in and

. Le cost of

drillin«, completing and equipping such well for pr

each month thereafter, during the time Oxy USA, In

reimbur<:ed as provided above, Oxy USA, Inc. shall
such carried owner an itemized statement of all suc

liabilities incurred in the operation of such well,
with a etatement of the quantity of coalbed methanen g

therefrcm and the amount of proceeds realized from t
the production allocable to such carried owner's coal

gas interest in the unit during the preceding
month.'nc.

ahull also furnish to the State Gas and Oil In

the Cozuionwealth of Virginia, copies of the same

furnished to each carried owner under the provisi
Any arnot nt realized from the sale or other dispo
equipmen« newly acquired in connection with any

operat'ell

covered hereby which would have been owned by su

owner had such owner participated therein as a par

owner shs ll be credited against the total unrecovered

in deternining when the interest of such carried o

revert tc such owner as described above. When Oxy

recovere from such carried owner's relinquished
provided for above, the relinquished interest of suc

owner sh«11 automatically revert to such owner, an

after sue> reversion, such carried owner shall be tre

:tion; and

is being

irnish to

costs and

together

produced

sale of

i methane

Oxy USA,

!Ctor for

atements

i hereof.

tion of
m on the

carried
cipating

ll costs

er shall

l IA, Inc

nterest
carried
from and

ed as a



participating owner and shall own the same inter t in such

well, t,'se material and equipment in or pertaining

the pre)uction therefrom, as such owner would have

to had such owner participated initially as a pa

owner in the drilling, completing and equipping of

and thereafter, such owner shall be charged with and

the own< r's proportionate part of the further costs o

of such well.

(c ) Cash Consideration: In lieu of participa

working interests in and the development of the dri

involved herein, any owner of an unleased interest
receive s sum of ONE DOLLAR ($1.00) per net mineral

by such owner, plus a total royalty in the amount o

of eight -eighths (1/8 of 8/8ths) of the coalbed metha

gas conc ensate produced from the well covered by the

same to )m delivered into the lease tanks or into the

sreto and

i entitled

.cipating
uch well;

shall pay

operation

ng in the

ing unit

elect to
re owned

>e-eighth

gas and

.der, the

iipelines
to which such well is connected, free and clear of

expenses and risks incurred in or in connection with

equipping, operating, completing, plugging and aba

such wel]. Any owner electing this option shall deli
this Ordsr a net revenue interest of 87.50% of 8/8

coalbed sethane gas and gas condensate produced from

covered ry this Order, with such net revenue inter
determine% by deducting from such owner's share of p

the royalty provided for immediately above; and

further, :hat such royalty of 1/8 of 8/8ths and such n

1 costs,
:illing,
oning of

.r under

s of the

.he well

t being

duction

rovided

revenue



()OOI 890 W(C 463

interest of 87.50% of 8/Bths shall be proportiona

and payable only in the proportion that the num

miners.'. acres in the drilling unit covered by

methane gas rights owned by such owner bears to

.y reduced

r of net
coalbed

e entire
number of mineral acres in this unit; or

(: ) In the event a owner, either an owner of

methane gas lease or an owner of an unleased tra
subject to the provisions of this Order shall fail to

coalbed

.g who is
imely and

as as set

d not to
sd hereby

coalbed

In the

se or an

.sions of

ier 2(a)
:ure the

of the

Ls I such

i >r shall

properly elect, in writing, one of the applicable opt

forth above, such owner shall be deemed to have elec
participate in the working interest in the well cov

and shall be deemed to have leased his interest in t

sd owner

r other

because

due to
on theu

methane Ias to the designated coalbed methane gas own

event a )wner, either an owner of an oil and gas 1

owner of an unleased tract, who is subject to the pr

this Order shall elect to as a participating owner

above, but thereafter fails or refuses to pay or

payment of such owner's proportionate part of the c
well coi ered hereby as set forth in such provisi
election to act as a participating owner under this Or

be null and void and such owner shall become a car
consistent with the terms and provisions of this Order

(4) If any payment of bonus, royalty payment

payment dse and owing under this Order cannot be mad

the person entitled thereto cannot be made certa
conf licti:xg claims of ownership and/or a defect or clo



title, then such cash bonus, royalty payment or othi

shall b~ deposited into an escrow account within cr.

eighty (180) days after the date of this Order and s

comming.'.ed with any funds of the applicant or unit o

funds shall be held for the exclusive use of, and so

of, the person entitled thereto until such funds can

such person(s) or the holder relinquishes such fu

~r payment

hundred

.11 not be

>r. Such

e benefit

~ paid to
.s to the

Board ae required by law of the Board.

If there are conflicting claims as to o srship of

racts in

-bearing

by this
aims, as

as is in

into the

iflicting
ntested
he costs

ceeds in

le to a

shall be

persons

ieson(s).

any of the coalbed methane gas underlying any of the

this un,it, the owner shall deposit into an intere

any and

>ignated

i>ctor a

escrow a.count, with an escrow agent to be designat

Board, «11 funds attributable to the conflicting
required by Section 45.1-361.22 of the Code of

Virgin'ffect

cn the date of this Order. The owner shall p

escrow account costs or proceeds attributable to the c

claims, any money paid by a person claiming a

ownership interest as a participating owner's share of

as required by this Order; and one-eighth of all p

excess of ongoing operational expenses attribut
particip iting or non-participating owner. Such fund

held for the exclusive use of, and sole benefit of, the
entitled thereto until such funds can be paid to such ~

(5) Within thirty (30) days of the expiration o::
all election periods provided in paragraph 2, the 6

owner shall tender to the State Gas and Oil Ins

10



ifically,
ownership

ie used in

ertified
or upon

<rd shall

s escrow

thereto.
'efuses
ih person

copy of the final legal determination of entitlemen

receipt vf an agreement signed by all claimants, the 1

order pa anent of principal and accrued interest from t
account described above to all persons legally entitle

(6 i If any person whose interest is pooled here

to accept the cash bonus consideration or if any s

cannot he paid the cash bonus, royalty payment or
payment due hereunder for any reason other than the rs
forth ab<ve, the unit owner may deposit such cash bonui<

payment vr other payment into an escrow account estab

the accounting records of the unit owner and such fund<i

credited to such account for the benefit of such pere<i

funds so leposited in such escrow account shall be hei<)

benefit <if the person(s) entitled thereto until such

be paid to such person(s) or until they are required t<

to the Co<m<onwealth.

<y other
sons set
royalty

ished in

shall be

Such

for the

<nds can

be paid

notari <ed statement of all disputed claims, sp

includii<g a breakdown of the type of interest, miner

and percentage of ownership. This statement shall

creating and establishing escrow accounts requir <I by this
Order. If any changes in the status of conflict
occur, the designated owner shall immediately notif
Gas and Oil Inspector and within thirty (30) days

amended disputed claims statement.

Within thirty (30) days of receipt of

11



(1) Any owner involved herein who has not aplieared in

response to the notice of hearing published pursue~it to the

provisicns of Section 45.1-361.19, Code of Virginia 1950 as

amended, and whose identity or whereabouts remains iinknown at
the conclusion of the hearing in this matter shall be : eemed to

have elected to lease his interest to the coalbed met),<ice to the

owner designated to drill as described in paragraph 1, xnder the

same te~ ms and conditions as set forth in paragraph (:) above.

The designated owner shall deposit into a separate, distinct
interest-bearing escrow account established by the Viz <inia Gas

and Oil Board with the Treasurer of Virginia all proceeds

attributable to the unknown lessor's interest. A] 1 sums 80

depositel shall be held for the unknown lessor's bar sfit and

shall be deemed unclaimed property and disposed of p~~ suant to
the Uniform Disposition of Unclaimed property Act (Sec:ion 55-

210.1, ~1, SS(1.)

(8] Any cash bonus which becomes payable by Oxy 'A, Inc.
under ths provisions of 2(c) above, shall be paid o:. tendered

within tlirty (30) days after the date of this Order; n:.ovided,

however, if the owner entitled to such funds releases 1,he same,

or if such owner's interest in the unit involved in t'> s cause

has a de".ect or cloud in the title thereto, or if <ii:h owner

cannot be paid such funds for any reason whatsoever o".. er than

the reasons set forth in paragraph 2 or 3 above. Oxy k >A, Inc.
may depos Lt (credit) such funds due such party into an „nternal
escrow aci:cunt established in the accounting records of i)xy USA,

12



t for the

dited) in

:he owner

owner, or

lefect or

il, Inc.
rights

11 have a

d by the
and upon

ereby to
iperation

1st such

separate

rred in

ilure or

owner's

mection

ive the

'.aulting

sin, or

part of

eoceeds

toward

unit.

y such

Inc. an such funds shall be credited to such acco

benefit of such owner. Such funds so deposited (

such escrow account shall be held for the benefit of

entitlec. thereto until such funds can be paid to suc

such owrer accepts such funds, or until such title
cloud ie cured or removed to the satisfaction of Oxy

(9) Oxy USA, Inc., in addition to any ot
afforded such party under the laws of Virginia, s

lien on the mineral leasehold estate or rights o

other owners involved herein in the unit covered here

their shares of the production from the well covered

the exts nt that costs incurred in the development an

of the d~.illing unit involved herein are a charge ag

interests. Such liens shall be separable as to each

owner and shall remain a lien until all costs in)
connection with the well have been paid. Upon the:
refusal of any participating owner to pay such

particip iting part of any cost incurred hereunder in

with the sell covered hereby, shall be entitled to rec
share of production from the well accruing to such c

participa".ing owner's interest in the unit involved h»

the procc eds from such share, until such proportions

such cost has been paid. No part of the production or
accruing to any participating owner shall be applie
payment oi costs chargeable to any other interest in su

If any participating owner fails or refuses to

13



owner's proportionate share of the cost incurred hs sunder in

connection with the well covered hereby within sixt (60) days

after r»ndition of a statement therefore by Oxy USA,

non-defaulting participating owners, including Ox

shall, >upon request by Oxy USA, Inc., pay the unpaid

the proportion that the interest of each such non-

L'nc., the

USA, Inc.
>mount in

efaulting

particiIating owner bears to the total interests oE all such

non-defaulting owners. ln such event, each non-i ,faulting

participating owner so paying such owner's share of s e unpaid

amount i>hall, to obtain reimbursement thereof, be su)

the lien rights described above.

(I )) If the well involved herein has not been cc

>gated to

Nenced as

of the ciate of this Order, shall commence or ca x»e to be

commenc sd operations on such well within three hi.>idred and

sixty-fi re days (365) from the date of this Order e i in any

event, »hall continue or cause to be continued operati.: ns under

this Ord»r with due diligence; otherwise, the provisio~i thereof

shall be inoperative and this Order shall terminate, s cept for

any cash sums becoming payable hereunder, unless ths time of
commence»ent of such operations is extended by an Or>b'r of the

Soard.

Oxl USA, Inc. shall, within thirty (30)

dalai,

after
completi»n, tender to the State Gas and Oil Inspec:or, an

itemised statement reflecting the actual cost of <() illing,
equippin(i, completing, plugging and abandoning t>J» well.
Additional itemised statements reflecting actual operatii>g costs



shall le furnished to the State Gas and Oil Insp

quarterly basis. If the actual cost of drilling,
equipping, plugging and abandoning the well is diff
Oxy US1„ Inc.'s estimates, appropriate ad3ustme

burdens imposed on each participating or carried own

shall be made.

tor on a

impleting,

ent than

s to the
's share

(11) Oxy USA, Inc. shall cause a certified co

Order to be mailed to the last known address of ea

listed ia this Order.

of this
owner as

Ths relief granted by this Order is to avoid t
of unnecessary wells, prevent the various types of

coalbed methane gas and protect the correlative rig
owners w:.th respect. to the pools in the drilling unit

herein.

drilling
taste or
:s of all
Lnvolved

As provided by Rule 2Ac2 of the Supreme Court of

you have thirty (30) days from the date of service (th
actually received this decision or the date it was i

you, whichever occurred first) within which to ap >

decision Oy filing a Notice of Appeal with B. Thomas

Principle Executive to the Staff of the Board, P. 0.
Abingdon, VA 24210. In the event that this decision
on you by mail, three (3) days are added to that peri

irginia,
date you

.iled to
al this
Fulmer,

)x 1416,

served

15
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&me and executed this /0 day of 48rÃz

by a ma iority of the Virginia Gas and Oil /
1994,

Dane and performed this /5 da

19', by Order of this Board. ll

Pfingipal Executi to tt
pfrginia Gas a Oil E

Staff
ird

16
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State of Virginia
County cf Washington

Acknowledged on this 13th day of January, 1992, personally befor me

a notary public in and for the State of Virginia appeared Benny iampler
being duly sworn and did depose and say that he is Chairman of t s
Virginia Gas and Oil Board, that he executed the same and wasau~ kg to do so.

<,<,sloka

cei»mates

State of Virginia
County oi Washington

Aeknowlet ted on this 13th day of January 1992, personally before ice
a notary public in and for the State of Virginia appeared'em Ftl mr,

y sworn and did depose and say that he is Principal Zxsc tive to
ther, 'f,.",the Virginia Gas and Oil Board, that he executed the same

VIRGINIA: In the Clerk s Oigce of the 't Court of Buchanan County. The foregoing instrumi s
was this day presented in Qg,g ~aforesaid d, togs with the certlgcate of acknowledgment annex c

Deed Book No.455....and Pal e No. l.fxr..l....

TEBTE:...........................~.............Cle ri
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